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PART | — INTERAGENCY ACTIVITIES

BACKGROUND AND PURPOSE

This is the fifth annual progress report submitted to the Congress and the Offieeajdvmhent
and Budget (OMB), as required by section 5 of the Federal Financial Assistanegdment
Improvement Act of 1999 (Pub. L. No. [P.L.] 106-107, “the Act”). This 2006 report covers our
interagency activities between June 2005 and September 2006.

We have provided an annual report each year since the P.L. 106-107 Initial PlarP(Bja
was submitted in May 2001. Each year we have described the collaboratite @fité federal
agencies to streamline and simplify the award and administration of fedang® This year,
we also are providing a retrospective on what we have accomplished over the paist Agea
result, in addition to reporting our accomplishments during this reporting period,work i
progress, and the “road ahead,” we are providing our assessment of the road wevbladettra
this point.

We have taken this approach to this year’s report because we believepbrsaint to

demonstrate what we have accomplished under the Act (and related initiativedt)) &sto

address what remains to be done. Our reasons for this belief are that thrseigttoethe-last

annual report under the Act and the Government Accountability Office (GAQpnagleted

both phases of its evaluation of our implementation of the Act. In the second phase GAO audit
GAO stated that Congress should consider reauthorizing the Act beyond its November 2007
sunset date to ensure that cross-agency initiatives prégress.

THE YEARS IN REVIEW—2001-2005

Before we started our journey toward government-wide streamlining aptifeiation under

P.L. 106-107, there had not been a comprehensive effort to streamline grants sincerétie Fede
Assistance Review in the early 1970’s. There had been efforts by gramgnagjencies with
similar interests to pursue change in selected areas. For example, segochieagencies have
worked extensively with recipients to develop common practices that wolddhsitre research
administration. With the enactment of P.L. 106-107, all of the 26 major grant-magkngies
came together in work groups, set up a governance structure, consulted withlexter
constituencies, and began to develop a plan for streamlining all aspects of gnah&aagy
administration. We did not know the details of how we would get to our destination and the
successes, obstacles we would encounter, and mid-course corrections we woldtbntaktee
way. We also did not envision the cooperative spirit that has emerged among thesagenc

! The term “grant” as used in this report includesperative agreements.

2«Grantees Concerns With Efforts to Streamline Sirdplify Processes (GAO-06-566):
http://www.gao.gov/new.items/d06566 pdf




The Initial Plan and Changes in the Grants Management
Environment Since May 2001

At the time of the Initial Plan, the federal financial assistance portfotisisted of $325 billion
dollars in annual expenditures and more than 600 programs. Currently, more than 1,000
programs provide over $460 billion annually in federal financial assistafite increase in the
size and diversity of our portfolio makes our work to streamline and simplify teegg@ven
more significant.

Our work to implement the Act was furthered by the introduction of two granedelat
President’'s Management Agenda E-Government (E-Gov) initiatives—Grants.gov dbicitite
Management Line of Business (GMLoB). During the last 5 years, we alsonamehanges in
organizational structure and leadership for the interagency effort andsrstdbklationships
with other entities, several of which did not exist in 2001.

ORGANIZATIONAL STRUCTURE AND LEADERSHIP

At the outset, we had four streamlining and simplification work groups—the \WwaedA Post-
Award, Audit Oversight, and Electronic Processing Work Groups—and a policy arsigbwer

team reporting to the Grants Management Committee (GMC), which operatedhendaspices

of the Chief Financial Officers (CFO) Council. The Electronic Procgdalark Group has been
replaced by the Grants.gov and GMLOB initiatives and we have added two new work groups—
the Mandatory Grants Work Group and the Training and Certification Work Group.

We formed the Training and Certification Work Group to consider a common qualifieatd
training framework for those individuals who ultimately will be responsiblenfiptementing the
new policies, procedures, and systems. The Mandatory Grants Work Group was @antbuwfr
our understanding that discretionary and mandatory grants are distinct inespegts and that
each needs a dedicated effort.

We have had sustained leadership by OMB and HHS, as the designated lead agency under the
Act, through its P.L. 106-107 Program Management Office (PMO); however, theredave b

other governance changes. Last year, as part of the restructuraspahsibilities for the policy

and electronic aspects of grants streamlining, the GMC was recomstitutee Grants Policy
Committee (GPC), which serves as the interagency policy arm of our efibet$&GPC,

operating under the auspices of the CFO Council and the executive leadership o6OMB, i
chaired by the National Science Foundation (NSF). The Grants Executive(B&Bil chaired

by the National Endowment of the Arts (NEA), is the equivalent of the GPC for ttieoeie

aspects of grants streamlining and simplification.

® Number of programs listed at http//:www.grants.gdotal dollars based on FY 2004 Consolidated Fde
Funds Reporthttp://www.census.gov/prod/2005pubs/cffr-04 yodT his amount is expected to be higher when the
FY 2005 and FY 2006 reports are released.




The Grants.gov and the GMLOB initiatives have had a significant effect onfous ef
Grants.gov is a single, government-wide electronic portal where the pablftnd information
about all federal funding opportunities for grants under which an agency hasalistorehake
awards and through which applicants may electronically submit applicatitvesGNILoB
initiative is intended to reduce the number of different “back office,” or integaigy, grants
processing systems, and establish common sets of business practiceagmross, thereby
reducing redundancy and costs. Each of these initiatives has its own PMO, whigsrece
strategic direction from the GEB.

To be successful, all of these entities must work closely with each other, OMBdithdual
federal agencies, and, as appropriate, other E-Gov initiatives. We have uses vaans to
ensure that coordination, including designating liaisons and preparing peridacrefzorts to
ensure that coordination.

OUTREACH

As part of the development of the Initial Plan, we held consultation meetingsxathad
constituencies, invited them to submit written comments on an interim plan, and provided other
opportunities for input. Since 2001, we have developed or enhanced our relationships with
entities internal and external to the federal government in an effort to haemoitiztives and

be more inclusive. This includes the Federal Demonstration Partnership (whichsnoiunde
federal research organizations and federal agencies), the National Bagntsship (which

includes membership from the non-federal governmental and non-profit commusitved as

from federal agencies), and the Research Business Models Subcommittee of th&&eoomm
Science (which includes the federal research agencies and coordinatée\eitkernal research
community).

Figure 1 shows the organizational structure included in the Initial Plan and
Figure 2 shows the organizational structure and relationships as theypeéaist t
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Figure 2. The Federal Grant Streamlining Initiative (P.L. 106-107):
Current Structure
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We cite these changes to show that the accomplishments described in thadotlages are

ones where, although there have been changed priorities and processes, because of our
commitment to change, we have accomplished many of the things we set out to do in 2001 and
others we had not planned at that time.

Our Major Accomplishments—Through May 2005

AN OVERVIEW

Subsection 6(a) of the Act requires federal agencies to establish

a common application or set of applications for use in applying for multiple federal
financial assistance programs serving similar purposes, administedgtebent federal
agencies;

a common system, including electronic processes, wherein a non-fedeyatamapply
for, manage, and report on the use of funding from multiple federal programs serving
similar purposes and administered by different agencies;



uniform administrative rules for federal financial assistance prageamoss different
federal agencies; and

an interagency process for addressing the requirements of the Act.

In the Initial Plan, we cited our major objectives as

streamlining, simplifying, and standardizing, to the extent appropriate;
announcements of funding opportunities;
application requirements and procedures;
award documents, including terms and conditions for

general administrative requirements, like those that currently origm&imB
Circulars A-102 and A-110, and

national policy requirements that originate in statutes, Executive Orders, thei
implementing regulations, and other appropriate sources;

reporting forms and business processes for reporting.
improving reporting by recipients;

making the descriptions of similar cost items in the cost principles consisteere
possible;

having single audits that meet federal oversight needs; maintaining ufeto-da
information on federal requirements, and providing information and services to
recipients, auditors, and agencies to ensure quality and timely audits; and

developing and implementing electronic processes and data standards that are
interoperable and provide a common face to applicants, recipients, and agencies.

Our major accomplishments, some of which are far along in development but are not yet
implemented, fall in the four areas specified in subsection 6(a) in the statutélectdhe
progress we have made toward fully meeting our stated objectives. Thesle itha following:

Making it easier for potential applicants to

find funding opportunities, determine whether a funding opportunity is of interest,
and apply as a result of our development and deployment of Grants.gov; and

locate the same types of information in the same place in each announcement through
use of a standard funding opportunity announcement format.

Reducing the number of different application forms and standardizing data element
across those forms.



Making it easier for recipients to provide reports under their grant awardsypmaling
the quality of information reported through

development of a common set of reporting formats, including a consolidated federal
financial report, real and personal property reports, an invention report, and
performance reports for research and non-research awards; and

improvements in the quality of audits and audit services.

Exploring ways to reduce the number of different federal grant processitegnsyand
leverage successful systems and processes, which is being carried out theough t
GMLoB.

Making suspension and debarment policies and procedures easier to understand, by
rewriting in plain language the common rule adopted by the agencies.

Figure 3 provides an overview of our activities from November 1999 through May 2005. Other
sections of this report provide additional detail on our accomplishments, some whiclhiedoti

be refined as the result of experience, stakeholder feedback, and the GAQ agplttie

remaining activities planned through the sunset of the Act in November 2007.

Figure 3. Summary of Accomplishments: Passage of the Act through May 2005
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GRANTS.GOV AND GRANTS MANAGEMENT LINE OF BUSINESS AND THEIR
RELATION TO P.L. 106-107

The Grants.gov and the GMLOB initiatives did not exist at the time of thel IRitia; however,
in combination with the P.L. 106-107 policy efforts, they have helped achieve, or hold the
promise to achieve, significant streamlining and simplification of the gramtess for
applicants, recipients, and federal agencies.

Grants.gov directly supports the objectives of expanded E-Gov and P.L. 106-107 through

FIND, on which federal agencies must post synopses of discretionary funding
opportunities, and

APPLY, which has fostered use of standardized forms for cross-governmemiduse
allows potential applicants to search posted opportunities, receive opportunity posting
notices via e-mail, download the application package, and submit applications
electronically.

These functions are supported for both federal and non-federal users by theg@rat4O and
its contact center and e-mail support desk, as well as the common Web siteimiith tijas,
tools, search functions and technical library.

Grants.gov has successfully implemented architecture with open standiézohg)Eixtensible
Markup Language (XML) allowing different standards to seamlesslgriate with Grants.gov
without requiring infrastructure changes. The Grants.gov system-tarsitgtetionality,
available to applicant organizations, further simplifies the grant proocessganizations that
apply for large numbers of federal grants. This functionality allows thoseipagjans to
continue using their internal grant processing systems and create a seauitesated
integration with Grants.gov APPLY for all of the applications they submit téetheral
agencies. Similarly, agency system-to-system interfaces allemces to integrate their back-
office systems with Grants.gov. For example, the Department of Justibedragxtremely
successful integrating their back-office system with Grants.gov. Tpglication packages are
transmitted within 90 seconds from the Grants.gov system to their back-ofteensy
dramatically reducing transmission time from the applicant to the agency

Although Grants.gov has made great strides in streamlining and standaruézmgptic-facing
processes and data elements for finding and applying for grants, much of wpatdiam
streamlining and standardization are the complex and varying requiremeittingédsom legacy
agency grants management processes and systems. The GMLoB was crelmbex$sassues
related to back-office processes and systems.

In Fiscal Year (FY) 2004, a task force made up of representatives from the 26

major grant-making agencies developed the vision for a target GMLoB operating nibde
target operating model states that the federal grants management conwillpibcess grants
in a decentralized way using common business processes supported by shared seqmaucdal
services. This vision is complementary to and supportive of our policy initiatives.



Accomplishments in This Reporting Period

GRANTS.GOV

During this reporting period, Grants.gov sought and obtained feedback in an effort to
continuously improve its utility to both the federal and non-federal communitiesits3yov’s
accomplishments and those of the federal agencies are indicated by thanfptatistics for
FY 2006:

All 26 major federal grant-making agencies are posting synopses of allrof the
discretionary grant opportunity announcements at Grants.gov FIND and are posting
application packages for some or all of those opportunities:

Of the 26 agencies, 21 reached the FY 2006 goal of posting 75 percent of their
application packages for discretionary grant opportunities at Grants.gov APPLY.

76 percent of all Federal discretionary grant opportunities were avaiable f
electronic application through Grants.gov.

2,821 discretionary grant opportunity synopses were posted, with 5,197 posted since
the advent of Grants.gov.

2,298 discretionary grant application packages were posted, with a
total of 6,230 published since inception.

90,045 applications have been received (exceeding the FY 2006 goal of 45,000), with
106,205 submissions since inception.

Highlights of Grants.gov activities during this reporting period include thewwoip

In conjunction with the E-Authentication E-Gov initiative, deployed multiple creale
service providers beginning with the federal grant-making agencies (@aintéruugust
2006. E-Authentication provides standard identity verification services forindasogh
the public and private sectors.

Deployed system-to-system functionality, which allowed applicant org@mzaand
agencies to integrate their systems with Grants.gov:

Thirty-nine non-federal organizations are registered with Grants.gov totsubmi
applications using XML and Web services, with an additional nine providers
currently testing this capability.

Thirty federal systems are integrated with Grants.gov, which allows thestrieve
grant applications submitted to Grants.gov APPLY directly into their systems

Several Grants.gov outreach efforts were completed:



Hosting of a live Webcast on February 9, 2006, which had more than 4,000
participants, and offering an opportunity for questions and answers. The Webcast
was a follow-up to &ederal Registenotice

[71 FR 2549, January 17, 2006] that encouraged organizations to register early with
Grants.gov to avoid any possible delays at the time of application submission.

Presentations in 24 states and stakeholder meetings reaching more than 10,000
stakeholders. Participants in these meetings included congressionalestasers,
foundation executives, recipient grant managers and practitioners, federal program
personnel, representatives of trade associations, and tribal advocates.

The first listserv e-mail was sent on June 1, 2006 to the Stakeholders Members Group
to provide them with the stakeholder meeting update. Listservs also have been
created for the System-to-System Group, the Grantor User Group, and nite géna
newsletter subscribers. This service will allow Grants.gov to quickly send out
announcements as well as allow for discussions.

Grants.gov improvement efforts include the following:

In early July 2006, deployed a major Web site content redesign with enhanced
features and capabilities, which were explained to the federal agencies al sever
informational sessions.

In August 2006, conducted a preliminary usability evaluation of the grantor side of
Grants.gov. Initial results indicated that, while all of the grantor tasks wer
successfully performed by the participants, and their associategkrafisatisfaction
were fairly high, a number of usability improvements were needed. Impemigm
are now being considered.

GRANTS MANAGEMENT LINE OF BUSINESS

Our GMLOoB planning progressed sufficiently that we were able to define@armentation
approach for our vision—processing grants in a decentralized way using commusbusi
processes supported by shared technical support services. This will be accontpicigid t
several “consortia,” each led by a federal agency with a ser@swhercial service providers.
Consortia lead agencies will align with agencies to be serviced aggoéodiommon interests.
In 2005, through a structured process, OMB designated three initial consortia leadsagleac
Department of Education, Administration for Children and Families (ACHjinviiHS, and the
National Science Foundation (NSF).

During this reporting period, the GMLoB PMO, which is overseen by NSF and HHS, cahtinue
to identify areas for government wide standardization and streamlining, wamkiogjunction

with the GEB, the consortia leads, and the other federal agencies. This year obafooaen
primarily on the consortia leads and information gathering. Some of the desigmasedtia

leads, with the advice and assistance of the GMLoB PMO, have begun operataisal Thie
several shared services pilot programs that have been undertaken involve NSF and the U.S.
Department of Agriculture’s Cooperative State Research, Education, amgiBrt&ervice and



a similar partnership between HHS components ACF and the Health Resources/med Ser
Administration.

TITLE 2 OF THE CODE OF FEDERAL REGULATIONS

In 2004, as recommended by the Pre-Award Work Group, OMB established Title 2 of the Code
of Federal Regulations (CFR) as the central location for government widg aotl procedural
requirements for grants and agreements. The streamlining reasons fasleatabitle 2 as the
location for OMB guidance for grants and agreements and agency implaoreafahat

guidance are to

Make all of OMB’s guidance for grants and agreements easier to useoa@@ccessible
for federal agencies and applicants for, and recipients of, grants and agigem

Make it easier for applicants/recipients to find agencies’ implementatf the OMB
guidance. Each agency’s regulations currently are in its own title of the @Eng a
recipient that receives awards from several agencies to have to find dmdgelations
in multiple CFR titles.

Co-locating the agencies’ rules in Title 2 will eliminate that burden.

Since May 2004, OMB, with the assistance of the Pre-Award and Post-Award Work Graups, ha
relocated to Title 2 its existing OMB Circular A-110 and the three sets of €ddBprinciples in
OMB Circulars A-21, A-87, and A-122.

REPLACING COMMON RULES WITH ADOPTABLE GUIDANCE

The Interagency Suspension and Debarment Committee (ISDC), working wirhetiAavard

Work Group, made significant progress this year toward replacing the comraanrul
nonprocurement debarment and suspension with adoptable OMB guidance in the new Title 2.
This guidance is a model for adoptable guidance to eliminate other common ruldsas® tha
ultimately will realize benefits from this initiative that are broathan debarment and

suspension.

Specifically, replacing common rules with adoptable guidance will do thenfold:

Make it easier to discern an agency’s variations from OMB’s government wide language
When each agency publishes a common rule, e.g., the suspension and debarment
common rule, it is difficult to identify any agency-specific additions or exmepto the
government-wide language because the variations are embedded in and integjnated wi
the agency’s publication of the full text of the rule. With the new approach, each
agency’s implementation of the guidance will be a brief rule that: (1) adopBMBe
guidance, giving it regulatory effect for that agency’s activitesl (2) states any
agency-specific additions, clarifications, and exceptions to the governnempuolicies

and procedures contained in the guidance.

Reduce the volume of federal regulatiofi$ie agencies’ separate publications of the full
text of a common rule currently require hundreds of pages in each paper cogy of eac



edition of the CFR. The new approach will cut this many-fold, which reduces both
burdens on the public and costs of maintaining the regulations.

Streamline the process for updating government-wide requiremé&atapdate a

common rule, all signatory agencies had to process the same rule-making document
before it could be sent to OMB and published inRbaderal Register This exceedingly
complex and time-consuming process created long delays in updating a common rule.
With the new approach, OMB will publish proposed changes to the guidance in the
Federal Registerwith an opportunity for the public to comment. When OMB finalizes
each change to the guidance, the updating process will be complete becaoss dlgat
have adopted the guidance generally will not need to make any changes to thaigadopt
implementations.

The accomplishments in this reporting period related to replacing rules witlablgogtiidance
are as follows:

On August 31, 2005, OMB issued in thederal Registef70 FR 51863] the guidance
prepared by the ISDC. The guidance is in interim final form at 2 CFR part 180.

The ISDC prepared a template that OMB issued to the agencies for use ingtupti
guidance.

On April 4, 2006, OMB issued a call to the agencies to establish their assigned chapters
in 2 CFR, issue regulations in those chapters to adopt the OMB guidance on debarment
and suspension, and remove their codifications of the common rule in their separate CFR
titles.

Agencies are now preparing their rulemaking documents to adopt the OMB debarment and
suspension guidance, which must be completed by February 2007, to bring this multi-ste
initiative to completion.

REPORTING

Consistent with our vision to streamline and simplify reporting, while at the §are ensuring
that federal agencies and programs have the information they need to managarheir
programs and ensure recipient accountability, we have spent the last geaesalesigning and
vetting standard reporting formats in each area for which reports cyraeatlequired. These
include the—

Consolidated Federal Financial Report (FFR), which melds the Finandiad Report
(SF 269) and Federal Cash Transactions Report (SF 272);

Real Property Report to ensure accountability for land or buildings acquired or
constructed under grants;

Personal Property Report to address the status of tangible personal propedyvalue
over $5,000 acquired under grants;



Summary Report of Inventions;
Performance Progress Report for use on grants other than those for resmsarch;
Research Performance Progress Report for use on research and retstactyrents.

Leadership for these efforts has been provided by the Post-Award Work Group angddaeciRe
Business Models Subcommittee. All of these reporting formats have beemag\ig the
federal grant-making agencies and are being prepared for public comment. fheseofeports
have been the subject of previdtederal Registenotices; while others have been informally
vetted with affected recipient constituencies.

The FFR and the data elements for the summary report of inventions were published in the
Federal Registefor public comment on April 8, 2003 [68 FR 17097] and October 30, 2002 [67
FR 66178], respectively. The nature of the comments as well as the need to ensutabihty sui
and availability of these reports for electronic submission resulted in theiddanging them

to closure before now. This year, we focused on resolving those issues. In thietcase-R,

we conducted a pilot effort with the Department of Health and Human ServicesrRayme
Management System to demonstrate recipient ability to complete and trédresneport
electronically. It provided valuable information on the form design and electrangntission,
which will result in a better product for the federal agencies and our recipients.

AUDIT

One of this year's accomplishments was to use the interagency process ap ddoemation
with respect to the effect of Hurricanes Katrina and Rita on OMB Cirédule83 audits. We
developed draft guidance to assist non-federal entities and their auditor$ as eegjnizant and
oversight agencies for audit. The document covers requests for waivers,amgeosother
deviations from the requirements of the Circular and guidance to federal cugmeaoversight
agencies in responding to such requests. We also included an appendix in the 2006 OMB
Circular A-133 Compliance Supplement that listed, by program, the waivers ol specia
provisions for the entities affected by the Hurricanes Rita and Katrinagdinglthose in the
disaster areas and those receiving displaced individuals and providing servies.torhe
Compliance Supplement also is posted on OMB’s Web site
(http://www.whitehouse.gov/omb/circulars/al33 _compliance/06/06toq.html

ACTIVITIES UNDERWAY OR PLANNED

We have a number of important activities underway that will reach fruition dimengext
reporting period as well as several planned activities that will build on thesags of the past
few years. Where appropriate, we will continue to involve stakeholders and the(fhubligh
Federal Registenotices) in these activities, which include the following:

Expanding our outreach efforts by initiating a series of Webcast stakeholdetings to
inform stakeholders about the progress of our



P.L. 106-107 implementation activities and to hear their comments and concerns. The
first meeting is scheduled for October 25, 2006.

Continuing to enhance the use and functionality of Grants.gov in response to user
feedback and advances in technology by

working with agencies on successful implementation of the goal to post 100 percent
of discretionary application packages in FY 2007;

implementing platform-independent forms viewer to support Macintosh users;

working with Central Contractor Registration (CCR) to simplify thestegiion
process for applicants and grantees;

making available E-Authentication service from multiple credentigiceproviders
for the applicant community; and

reviewing and updating the SF 424 forms.

Continuing to streamline and simplify pre-award, award, and post-award profogsses
applicants and recipients by doing the following:

Developing guidance for issuance by OMB on the structure and content of awards,
including both administrative and national policy requirements. This guidance will
replace the OMB Circular A-102 common rule and OMB Circular A-110. This major
undertaking will result in not only the adoptable guidance approach described above
with its inherent benefits but also in a standard approach to the information
transmitted in an award. Standard language for and placement of awardnerms
conditions will provide greater clarity and allow for increased understanding by
recipients of the requirements that apply to them. This effort has the potential t
reduce the direct burden on applicants and recipients as well as help recipiehts avoi
audit disallowances;

Issuing a policy on use of certifications and assurances under grants to reduce
burdens associated with submissions by applicants and
recipients; and

Completing the streamlining of OMB guidance on grants and agreements and
associated agency regulations, and relocating them in the new central locaiiten in T
2 of the CFR.

Continuing our efforts to make it easier for recipients to report on activities timede
awards and enhancing the quality of information about recipients and awards by doing
the following:

Completing our efforts to standardize reporting requirements. The next stegs in thi
process include publishing in tRederal Registefor public comment, several
reports (summary of inventions, Federal Financial, Real Property, TaRgitdenal



Property, Performance/Progress, and Research Performance); developiolgcthe
that will accompany each report, which will be proposed as part of the terms and
conditions in Title 2 CFR; and planning for government-wide electronic
implementation allowing submission through a single portal.

Continuing our efforts to achieve greater standardization of the payment request
process.

Making further refinements in the cost area, including possible additionajehé&m
the OMB cost principles and completion of a manual for non-profit organizations on
how to develop indirect cost proposals.

Developing, as a joint effort of the RBM Subcommittee’s Subrecipient Monitoring
Task Force, OMB, and the Audit Oversight Work Group, additional coverage in the
2007 OMB Circular A-133 Compliance Supplement for subrecipient monitoring.

Clarifying the roles and responsibilities for cognizant audit agenciesrassicutting
programs.

Forming GMLoB partnerships among the consortia leads and the remaining agencie
including development of cross-servicing agreements and plans for migration.

LOOKING AHEAD

The vision to streamline and simplify the grants process still remainsavalidie recognize that
there is more we can and should do. One of our greatest accomplishments has been the
interagency collaborative process we have developed and the appreciatioarttsat gr
management is a “global” enterprise. Agencies can no longer act in isoldtiethewin
developing grant policies or systems. To the extent possible, we plan to use the atinaswe
already developed as we go forward, for example in addressing the gewésnite
implementation of the recently enacted Federal Funding Accountability ansparancy Act of
2006.

We expect to continue our work after November 2007. We understand that the Act may be
extended; however, even in the absence of such an extension, we will continue our\aféorts
have accomplished a great deal and are enthusiastic about taking advantageonahddit
opportunities to make improvements.



PART Il = HHS ANNUAL PROGRESS

BACKGROUND

As required by section 5 of the Federal Financial Assistance Managenpmotément Act of

1999 (Public Law [P.L.] 106-107), the Department of Health and Human Services (HHS)
provides the following annual report. This report covers our activities during tloe gene

2005 through August 2006. HHS is in a unique position that causes us to address P.L. 106-107
and related initiatives in three different ways.

First, HHS continues in its government-wide leadership roles under P.L. 106-107,@&xgnts
and the Grants Management Line of Business (GML0oB). We are responsilble Rut.t 106-
107 and Grants.gov Program Management Offices (PMOs), which involve providingslepder
management, funding, and human resources for those efforts, as well as lmemgreaging
partner agency for the GMLoB. These accomplishments are reported in thengenewide

P.L. 106-107 report.

Second, HHS leads or is represented on the various work groups and other interagency forums
responsible for grants streamlining and simplification and electronic grétdsives and is

helping to develop the outcomes and products of those groups. Third, we have 11 Operating
Divisions (OPDIVs) plus several Office of the Secretary Staff Divisibasaward grants and

we are working toward common ways of doing business to present a more unified HHS
approach. This report addresses the latter two areas—our efforts astanBepand the efforts

of our individual OPDIVs, to shape and implement the government-wide and HHS instiative

HHS is the largest grant-awarding agency in the federal governmentaWe vast and varied
portfolio that includes both mandatory and discretionary grants. Currently we have 334
programs listed in th€atalog of Federal Domestic Assistar{@~DA). We award grants to all
types of entities—governmental and non-governmental, non-profit and for-profit, doarebt
foreign. In fiscal year (FY) 2005, we awarded $204 billion in mandatory grants and $37.2
billion in discretionary grants, representing 85 percent and 15 percent of our grgatiot,
respectively. However, when looking at the volume of transactions, this split sivens a
different result—69,000 transactions under discretionary grants and 5,000 under mandatory
grants, accounting for 94 percent and six percent of the transactions, regpegétivef our
OPDIVs award discretionary grants, with a subset of them awarding mangegoty, but in
varying proportions within their overall portfolios.

In many respects, we face the same challenges other fedarailesgace as we move forward in
synchrony with the government-wide efforts at streamlining and simpidficaHowever,
because of our size and the diversity of our mission as reflected in OPDINfggr&og the
National Institutes of Health (NIH) to the Centers for Medicare & Madi&arvices, we are a
microcosm of what is taking place government-wide. As a result, not only do we support a
participate in the government-wide activities taking place under P.L. 106-107, higon@ave



been actively working for the last several years to achieve internladlyywe must also
accomplish in partnership with other federal agencies.

OUR PARTICIPATION IN GOVERNMENT-WIDE ACTIVITIES

Interagency Forums and Initiatives

HHS is a leader or participant in many of the P.L. 106-107 work group activitiesfollowing
are examples of that participation by individual HHS staff members.

The Audit Oversight Work Group is co-chaired by two HHS employees.

An HHS employee served as head of the Core Team responsible for updating the Office
of Management and Budget (OMB) Circular A-133 Compliance Supplement in 2006 and
will continue in that role in 2007.

An HHS employee (who subsequently transferred to another federal ageaicgiiche
Training and Certification Work Group through May 2006.

HHS has representatives on the Pre-Award Work Group, the Post-Award Work group,
the various teams under the Audit Oversight Work Group, and the Training and
Certification Work Group.

We also have been involved in various ways as an organization in supporting grantratrgamli
and simplification initiatives. Among these efforts are the following.

HHS (specifically NIH) is a key player in the Research Business M&idisommittee,
which is working on policies and formats leading to greater consistency aesessch
agencies.

HHS is an active participant in the Federal Demonstration Partnership and iatidweaN
Grants Partnership—groups comprised of federal and non-federal members.

NIH is leading the effort to develop common data elements summary report tiomge
and explore the use BEdison as the single portal for submission of those reports.

In conjunction with the P.L. 106-107 Post-Award Work Group, the HHS Payment
Management System, which provides payment services to multiple federakagenc
conducted a pilot test of electronic submission of the Federal Financial Report

Grants Management Line of Business
The HHS Administration for Children and Families (ACF) was one of the threertiarisads

selected in 2005. ACF has been working primarily with the four OPDIVs isedille as part of
the consortia (see “Consolidating Grants Systems” below). However, ACF masbelged in



efforts to bring other agencies into this consortium and currently has a demgtagreement
with the Department of Agriculture’s Food Safety and Inspection Servieageaged with a
Department of the Treasury program in performing a fit-gap anadfysishas demonstrated its
capabilities to several other agencies. ACF continues to upgrade and imprapaliiitees to
better serve its own needs and those of its current and potential consortium parthersghA
not formally designated as a consortium lead, NIH has four partners within HHS a
conducting a pilot effort with the Veterans Health Administration.

ACTIVITIES WITHIN HHS

During the period covered by this report, HHS worked diligently to meet goverswnt
expectations for Grants.gov and GMLoB as well as those we have imposed on ourselves in
moving from eleven separate grants management/processing systems to tw

Grants.gov

Our Grants.gov activity pertains primarily to our discretionary gr&usFY 2006, we posted

1,196 synopses at Grants.gov FIND, accounting for 100 percent of our competing funding
opportunities and representing most of our almost 200 discretionary grant progtadis ltke

CFDA. For those 1,196 synopses, we posted a total of 801 application packages that included a
related application package at Grants.gov APPLY. Using the Grants.gowpent® metric,

which does not include continuation opportunities, we passtironic packages f@5

percent of opportunities. This is a remarkable achievement given that Hr$paossible for

almost half of the synopses posted government-wide and more than half of the electroni
submissions received. The agency will work with Grants.gov in the comingoyeafine and

develop the functionality to receive proposalsrfariti-project/complex mechanism applications.

We have conducted exceptional outreach through continuous dialogue with our constitoencies t
make them aware of Grants.gov and the timetable for migrating HHS opposttmitie
Grants.gov. We have provided outreach to both internal HHS and external audienags @hrou
variety of means with the potential to reach all constituencies and thousands aiuialdivi-or
our external constituencies, we have targeted specific programs and typgsedsf, @.g., Native
American grantees, through workshops or technical assistance sessions. Ginagrtiiede of
the change—both in terms of the forms we have historically used and the means afisubmis
our OPDIVs developed transition strategies that involve many different iggstimg the
message out and keeping the message in the forefront. In addition to training, ¥/ebcast
teleconferences, and in-person presentations, OPDIVs have created dediehtsites or e-
mail mailboxes for this purpose. As a result, we have reached thousands of pqiphtiahts
and recipients. We also have provided many hours of one-on-one assistance to applicants.
Internally, we have trained our own staff through "train the trainers" workshops

Of the more than 93,000 submissions HHS received in FY 2006 (including hard copy and
electronic), we received more than 50 percent (or 52,088) in FY 2006 through Grants.gov. We
attribute this, in part, to the outreach we have performed. One of our OPDIVs redgotesnic
application through Grants.gov, most of our OPDIVs are advising their grantedsti their



non-competing continuation applications through Grants.gov, and some OPDIVs arg postin
application packages for mandatory grant programs.

As we continued our transition to the use of Grants.gov APPLY in FY 2006, we achieved cost
savings in the following areas.

As a result of using Grants.gov FIND, HHS has changed its policy regarding pohlica
of funding opportunity announcements in the Federal Register and now relies grimaril
on Grants.gov FIND. In FY 2006, we estimate savings close to $1 million due to the
availability of Grants.gov FIND and this change in policy.

The OPDIVs that were receiving paper applications were scanning ayidgop
applications as well as having data entered manually. This will no longer be dequire
when we fully transition to Grants.gov APPLY. NIH alone estimates savingsraf m

than $500,000 annually in future years.

We realized savings in mailing and postage costs and applicants who no longer had to
prepare copies and mail their applications also saved substantially.

Consolidating Grants Systems

To position our OPDIVs for full participation in the GMLoB without having to go outside the
Department, several years ago we mandated that our OPDIVs beginteotrao®ne of two
selected HHS grants processing systems—ACF’'s GATES or NIH'sIERAC II. Therefore,
independent of GMLoB, we required the nine OPDIVs other than ACF and NIH to choose one
of those two systems and to work with the staff of the OPDIV operating thabsie conduct a
fit-gap analysis and to develop transition plans. While the transition has not been easy,
particularly since it has been concurrent with our movement to Grants.gov, sseasialy been
completed as of the end of FY 2006. This decision not only allowed the Department to avoid
close to $7 million in system investments related to receipt of electramt gpplications, but
also resulted in ACF and NIH having to work with the other OPDIVs to determime thei
requirements and how best to meet them. This has given ACF and NIH experiencdb that w
benefit agencies/components outside of HHS that choose to partner with them inaonsort

Policy Streamlining

HHS is working on its adoption of 2 CFR part 180. In addition, for the first time, HHSUin @
Department-wide terms and conditions of award (based on current OMB guidance inBhe OM
Circular A-102 common rule and OMB Circular A-110, as implemented by HHS). effbrs

will benefit our recipients, who in some cases have been asked to comply with outdated pol
guidance, and allow us to more easily convert our regulations and requirementslam ieel
approach in the successor documents being drafted by the Pre-Award Work Group under P.L.
106-107.



